


Why Liens are Important

The Construction Industry revolves on credit. This is the reason why Mechanic’s and 

Materialman’s Liens (M&M Liens) are so important.

Liens are the way to secure credit on a construction project 

Liens are filed (in the County’s Real Property records) they are against the property 
owners, (even when the owner of the property did not hire you).

Because the Owner may not have never know or had any contact with the claimant, the 

laws require very specific steps to have a valid lien. 

By following the specific steps, the owner will have to pay even if they do not agree.

If a claimant misses, even one-step or sentence that is required in the notice letter the 

Lien will become invalid.

Who Can File a Lien?

Anyone who provides ______________ and/or materials for the construction, repairs of a 

house, building or improvements to a property are entitled to a Lien.



Homestead & Residential

A __________________ is a residence that is owned by an individual in the state of Texas. 

Your homestead is protected against most Creditors.

This protection means you cannot have a lien against a property unless there is a 
construction contract signed and notarized by all the homeowners (husband and wife if a 
married couple) and filed in the counties’ real property records.

Example: If an individual does not currently have a homestead, and is building a new 
residence, which is intended to be their homestead, it is considered their homestead even 

if they do not live in it.



Residential includes: 

• Rental Properties
• Investment Homes

• Vacation Homes 

*Residential Properties owned by an ______________ do not fall under Homestead but do 
fall under the residential time line. 

An individual and his or her spouse are only entitled to one homestead at a time 

(even if they own property in a different county).

Example: If you are building a residence while living in your homestead, the new residence 
will not be a homestead until you are physically living in the home.





Commercial jobs

Commercial jobs include:

• Spec Houses

• Warehouses

• Shopping Centers
• Private Schools, etc. 

Most Commercial Construction project have the following Tiers 
• Owner 

• General Contractor (GC)

• Subcontractor (Sub)

• Supplier



Breaking Down Commercial Construction Tiers

________________________: The Prime contract is between the Owner and GC, so the owner 
will usually not know who the other tiers on the job are.

The GC: The GC has a contract with the Sub, so they will not know who the suppliers is. 

The Subcontract: The agreement is with the GC, so they do not know who the owner is. 

The Supplier: The agreement is with the Sub, so they do not know who the GC or the 
Owners are. 

No one know anyone unless you ask or research: 

• Supplier should ask their customer

• Sub should ask their GC

• GC should ask their Sub





Public Works 
What jobs are public works?

• Fire Stations

• Police Stations
• Schools

• Anything owned by the _____________ or City

Because the city or county owns public works jobs, they are exempt from lien. 

However, they do have a payment bond.

The GC is required to have a payment bond on a public works job; you will 

have to file a claim with the insurance company if you’re owed money on a 
public works job. 





Collection

• GC: You usually have Constitutional lien rights.
• Constitutional lien rights: Because you have a direct contract with the owner of 

the property you do not have to send any notices, you have the right to place a 
lien on the property at any time as long as they continue to own the property. 

• Subcontractors: You will have to follow the statutory guideline.



Job Info Sheet 

• This should have the project information, job name, exact address, GC address 

and phone number, and owner information - if provided. 

Verify Information Provided

• County Appraisal District will provide you with some information on the property 

and Owner. The website can sometime be late on updating information.
• https://hcad.org/
• The ____________ will tell you if the property is Residential, Commercial or Public 

Works.

Residential

Commercial

Public Works



Verify the GC 

• Call the GC main office number, verify they hired your customer.
• Verify their mailing address via Secretary of State or Texas Comptroller. 

Secretary of State

https://www.sos.state.tx.us/



Once you have all your information, you are ready to release your material. 

Collection Notices: Notices Start when the debt is incurred, when material is 

supplied and when work is performed (NOT WHEN YOU FINISH THE JOB).



Example on Residential: Labor or Material supplied in 
January 

First statutory notice is an Intent to Lien Notice, to Owner, GC and Customer must be 

sent out March 15th via certified mail return receipt. 
*Remember to include your invoices or accounting statements. 

Note: It does not matter if you supplied at the beginning of the month or at the end 
of month, it all falls under the same time.

If you miss the Intent, notice or send to the wrong address for any reason, DO NOT 
file a lien, it will be invalid. There is a $10,000.00 penalty for filing an invalid lien.

Lien Filing: Filed of Record by April 15th, in the real property records where the 

project is located.

Lien should include:

• Owners, GC and Customer information

• Who your agreement was with
• Legal description
• When and what type of work you did

• Date notice was sent out

A copy of the lien must be sent to the Owner, GC and Customer within five days of 
filing. You can send a copy of the lien being filed, you do not have to wait for the 
original lien to be returned to your office. 



Example on Commercial: Labor or Material supplied in 
January 

First Notice: Notice to the GC and Customer must be sent out March 15th via certified 
mail return receipt. *Remember to include your invoices or accounting statements. 

Note: It does not matter if you supplied at the beginning of the month or at the end 
of month, it all falls under the same time.

Second Notice: Statutory notice is an Intent to Lien Notice, to Owner and GC and 

Customer must be sent out April 15th via certified mail return receipt. *Remember to 
include your invoices or accounting statements.

If you miss the Intent, notice or send to the wrong address for any reason, DO NOT 
file a lien, it will be invalid. There is a $10,000.00 penalty for filing an invalid lien.

Lien Filing: Filed of Record by May 15th in the real property records where the 

project is located. 

Lien should include:

• Owners, GC and Customer information

• Who your agreement was with
• Legal description
• When and what type of work you did

• Date notice was sent out. 

A copy of the lien must be sent to the Owner, GC and Customer within five days of 
filing. You can send a copy of the lien being filed. You do not have to wait for the 
original lien to be returned to your office.



Example on Public Works: Labor or Material supplied in 
January 

First Notice: 

Notice to the GC and Customer must be sent out March 15th via certified mail return 
receipt. *Remember to include your invoices or accounting statements. 

Note: It does not matter if you supplied at the beginning of the month or at the end of 
month, it all falls under the same time.

Second Notice: 

________________________________ - this notice is sent to the Owner, GC, Insurance Company 

and Customer, and must be sent out April 15th via certified mail return receipt. This notice 
includes an affidavit of sworn statement, along with a copy of the payment bond.  



Waivers

The state of Texas has provided 4 statuary waivers that should be used. 

These include:

1. Conditional on Progress
2. Conditional on ___________________

3. Unconditional on Progress
4. Unconditional on Final Payment

Conditional on Progress

This waiver can be signed on exchange for a check payment that has been received 
or is being mailed. This waiver also means that you still have work or payment 
pending.



Conditional on Final Payment  

Conditional on final is provided when you receive a check payment and you are 
finished with the project.

Unconditional on Progress

Unconditional on progress is provided when a progress payment has cleared your 
bank account (DO NOT SIGN IF YOU HAVE NOT RECEIVED PAYMENT).



Unconditional on Final Payment 

Unconditional on Final is signed when you are paid in full and no balance is due, this 
even includes retainer (DO NOT SIGN THIS IF YOU ARE OWED ANY MONEY).



Retainage

By enforcing retainage, you can learn to protect yourself, your money, time, and 
resources in your construction projects. A retainage allows the client to pay only a 
portion of the full payment for a project and withhold the rest until a project’s 

completion. 

Breaking Down Retainage

Retainage is a standard practice within construction projects and is required by 
nearly all construction loans. 

It is ____% of the contract amount between an owner and an original contractor on 
any project. 

Although the legal definition of retainage says nothing about subcontractors, most 
original contractors take 10% from the amounts due to the subcontractor 
throughout the project.

Every contractor an owner hires directly is called the _______________________________. 

If any owner hires all of the trades directly, each contract is an original contract. This 
is important because all lien claimants could be limited to only 10% of the contract 
where they supplied labor or material.



Why is retainage important?

First, if adequately withheld, retainage is essential because it can limit the owner’s 
liability. 

*For example, If the owner withholds 10% of the entire project amount from the 
original contractor until 30 days after completion, the owner’s only liability to lien 
claimants will be the 10%. If the amount of the lien claimants exceeds the retainage 
amount, the valid lien claimant’s will share the 10% on a ____________________________. 

Second, if the owner properly withholds the 10%, the time frame for filing liens can 
be shortened. If the project is completed, an affidavit of final completion is filed with 
the county clerk, and the owner withholds the 10%. 
*Remember that all liens must be filed within 30 days of ___________________________. 
Normally, a lien claimant has until the 15th day of the 4th calendar month, after the 

last material is supplied to file its lien. This time frame can be shortened to 30 days 
after final completion if the owner follows the steps above.

Retainage generally does not become due to the subcontract until 30 days after 
final completion and/or when the general contractor receives the retainage 
payment. This ensures that a subcontractor will have a ____________________________ 

on retainage, and they should file their liens at the completion of the project.
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